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Re: Sua SpoMe Submission on Behalf of tfae 
National Republican Conpegsional Committee 

Dear Ms. Duncan: 

Pursuant to tfae Commission's Statement of Policy Regarding Self-Reporting of 
Campaign Finance Violations, we respectfully submit this letter as part of a sua sponte 
submission on behalf of our client, the National Republican Congressional Committee 
(hereinafiBr tfae '^RCC or "Committee"), a national political party of tfae Rqmblican 
Party.' Tfais letter follows our prior communications witfa your Office. 

OVERVIEW 

According to tfae Conunittee's internal procedures as adopted by its Executive 
Committee consistent wilfa the Committee's bylaws, the Committee is to obtain a third-
party accounting of its books and records not less tfaan annually. Obtaining tfais audit is 
the responsibility of tfae Committee's oversight oommittee. Prior to January 28,2008, tfie 
Conunittee believed tfaat sucfa audits faad occuned eacfa year tfannigh and inducUog 2005, 
and tfaat tfae 2006 audit was underway and near completion. 

Tfae NRCC's oversight oommittee had tasked Chris Ward witfa coordinating its 
annual audit for caTendar year 2006. Ward had served at tfae NRCC since November 3, 
1995, and as treasurer since 2003 tfarougfa July 2007, and tfaen became a consultant to tiie 

' We note that the Conimission's Policy is just that - a policy, and not a relation. Nonetheless, 
the Committee is self-reporting in good-fiuth reliance upon thst polî . 



Committee. On January 28,2008, Ward informed tfae NRCC tfaat no audit for tfae year 
2006 was underway, let alone near completion. Tfais oocurred despite repeated inquiries 
over a number of montfas fiom tfae NRCC leadership, includuig the cfaauinan's office and 
tfae faead of tfae NRCC's oversight committee, and assurances finm Ward tfaat tfae audit 
was underway. Ward's oonsultnig duties were termuiated Januaiy 28,2008. 

Sfaoitly tfaereafier, tfae NRCC learned tfaat Ward faad apparently fiMcated a 
supposed draft final audit, and submitted Ifae bogus 2006 finmcial statements to tfae 
NRCC's bank. Tfae Conunittee tfaen retained additional counsel, Covmgton ft Burling 
LLP, on January 30,2008, to review tfae matter, and upon tfaeir advice, tfae Committee 

^ reported tfae niatter to tfae FBI, wfaich opened a criniinal investigation. OnJanuaiy3l, 
^ 2008, we contacted your office regarding potential issues witfa our year end report-at 

that poimui tune, we faad no qiedficinfiimiation that would lead us to beti 
^ reports were anytluiig other tfam correct as filed, but in light of tfae revelations reg^ 
^ the bogus audits, chose to notify your office oftfae irregularity. 

^ Covington ft Burling LLP retained PticewateifaouseCoopers to conduct a forensic 
Q investigation oftfae Conunittee's financial records. Since tfaen, and as a result oftfae 

investigation bemg conducted, tfae Conmuttee faas leanied tfaat tfae last year for wfaicfa t^ 
NRCC obtauied a completed independent audit report was calendar year 2001. Tfaat audit 
was conducted and completed duriqg 2002. It appears tfaat afier becomiqg treasurer in 
2003, Ward submitted bogus audit repoits to tfae Conunittee's bank for calendar years 
2002,2003,2004,2005 and 2006. 

L UDEUthoriiedtniDsfen of fiuids 

Based on analysis conducted to date, it qn>eani lilffily fiutt over a period of s 
years Ward made several hundred thousand dollars in unaufiunized wire transfers of 
NRCC fimds to outside comnuttees whose bank accounts he had access to, including 
joint fimdiaising conunittees in wfaich the NRCC pardcipated. He also appears to have 
made subsequent transfers of several faundred thousand dollars in funds fiom those 
outside oomniittees to what q)pear to be fais personal bank accounts. Tfaose unautfaorized 
transacdons date back to at least 2004. The exact dollar figures are currently a moving 
taiget, and as tfae investigation progresses, it is entirely possible tfaat these figures will 
change, eitfaer by increasuig or decreasing. Ifae forensic mvestigation has also noted 
numeroiis instances in whicfa tfae unautfaorized transfers were eitfaer not accurately 
reported, or were not reported at aU, on fhe Committee's disclosure reports. 

2. Additional financial findings 

The intemal investigation also has determined that there was a discrepaix̂  
between tfae Conunittee's casfa on faand as reported and its actual casfa on faand over tfae 
last several years. Tfae uiitial findings are as follows: 



• At year end 2006, tiie Coinmittee'sacttial cash on faand was qiproximately 
$990,000 less than the amount reported to tfae Commission. 

• The actual cash on faand as ofthe Conunittee's report for Januaiy 31,2008 
(filed on Februaiy 20,2008) was qiproximately $740,000 less tiian tiie 
amount reported to the Conunission. 

We suspect, but faave not yet confirmed, tfaat some of tfaat discrepancy was due to 
unautiumzed transfers of funds. As a result oftfaese findings, we again contacted your 
Office. At tfaat time, your Office advised us to adjust and conect tfae cash on faand 
amount on our next regularly-filed report. The Committee, in tfae interest of full and 

<p prompt disclosure, filed on Mancfa 13,2008 a Fonn 99 uifimnatiô  
^ as of Januaiy 31,2008, the NRCC's casfa on hand was $5,669,997.24 (an adjustmem of 

$740,152.89). litis notice was based on tfae best infimnation available to tfae Committee. 
Q 
^ Additionally, tfae Comnuttee faas learned tfae amount reported as outstanding on 
^ tfae Committee's line ofcredit was $200,000 less tfaan tfae actual amount owed. 

O 3. Timing fiir completion of fiirensicinvestigatioD 

We empliasize that tfais infiinnation is prdiminaiy, and is based oiily on the 
internal investigative work conducted to date. Forensic mvestigation woik takes 
significant time, and in this case it requires review of thousands of transactions by a team 
of finensic auditors. This woik is fai^y labor intensive and expensive. We currentiy 
anticipate that tfais investigation will take an additional four wedra, tfaougfa it is possible 
more time will be needed. We will endeavor to infinm your Offioe witfa respect to a 
more definite timeline as sucfa infoimation becomes available. 

In addition, tfaere is already an ongoing criminal investigation. We refiained fi»m 
making extensive comments about tfais matter so as not to compromise the investigation 
being conducted by the FBL Of course, tiie crinunal mvestigation may develop 
additional evidence as well. 

4. Natnreof Violations and Corrective Action 

As part of its submission, the Cominittee wishes to inform the Commission tfaat: 
(1) upon discovery of tfae issues, tfae Coinmittee put an end to tfae activity givmg rise to 
tlie issues; (2) tiie Committee, havmg mvested oonsideiabie time and resources into 
resolving its issues, is making a tunely and complete disclosure to tfae Commission and 
intends to fiilly copperate intfae dispcoition of the matter; and (3) tfae Comnuttee faas 
implemented and continues to implement qipropriate and timely corrective measures, 
induding mteniai controls and safeguards necessaiy to prevem recurrence, and remains 
open to suggestion regarding additional controls and safeguards. 

Moreover, based upon tlie results of its own self-uutiated review, (he Committee 
believes tfae following to be true: 



> 21ktf(Kpei/iMall0ii: The Committee's viokdons were not knowuig and 
and did not result fi!om reckless disregard fbr legal requuements or delibente 
indifference to mdicia of wrongful conduct, faistead, the violations are centered 
around a fidlure to report activity that appears to be tiie potentially criminal 
conduct of one uidividual. 

> TlbeiMfligiufiHiri/lfceiMiiSafi: Tfae Committee's 
of disconable events, and not an ongoing pattem of mtentional or reckless 
misreportmg. Tfaere is not a histoiyofsiniilar conduct by tfae Cominittee. To 
date, the Cominittee is not aware of any other individual wfao knew oftfae 

Q violation until after the conduct occurred. Nor is the Comnuttee aware tfaat any 
in otiier uidividual was coerced into participating in tfae violation. 
tfl 

^ > Tike or^^ l̂JkeiMBllaii: Tfae Committe 
^ advance its interests or to defiaud it fiir tfae personal gain ofa particular individual 
^ -uifi»t, tfae Committee was unaware oftfae activity giving rise to tfae current 
^ issues. Tfaere were intemal controls and procedures Ul place. Altiiough tfaose 
O procedures fiuled to prevent tfae problematic conduct in tfais instance, tfaey faave 
*̂  suice been modified to ensure sucfa conduct will not occur in tfae futtire. 

Moreover, tiie Coimnittee faas undertaken significant corrective action, and 
instituted self-governance measures: 

> IiKvesllgath^aiidcanwcUveacdoiaiThsissv^ 
sponte submission ceased upon disooveiy and appropriate corrective measures 
were taken shortly tfaereafier. The Conunittee continues to thoroughly review the 
nature, extoit, origins, and consequences of the conduct and related behavior. In 
addition to promptiy clarifying tiie public record regarding its cash on hand, tfae 
(Committee will prepare and file amendments tfaat conect and clarify tfae public 
record by making appropriate and timdy disclosures. 

> Itê omviyoeiiviflaiice: Tfae Committee h^ 
that tfaere are assurances tfaat tfae conduct will not occur in tfae fiiture. 
Furtfaermore, Ifae Committee faas supplemented its existuig internal controls,̂  and 
adopted and ensured enforeement of more effective intenud controls and 
procedures designed to prevent a recurrence, witfa qiedfic emphasis on this issue 
faere, unautfaorized wue transfers. By way of sununary, tfae Comnuttee faas 
afamly instituted tfae following: 

^ All extemd wire trsnsfers now require oonfiimation finm a second, 
additiond individud prior to tfae bank processmg tfae wire. Altfaougfa tfae 
Comnuttee faad safeguards ni place (spedfically, two sets of codes were 
requued to audioiize a wire, as well as written sign off by multiple 
mdividuakX tfaose safeguanis did not prevent wfaat occurred (as various 

' Such controls predate, yet are sunilar to those set forth in the Commisskm's Stdement of 
Policy on a Safe HarixMT for Misreportuig Due to Embezzlenwiit 



duties became concentrated with Ward, fae came uito possession of botii 
sets of codes). 

^ Tliemterndreviewfaasnotuncoveredanyuistance of Ward improperly 
issuuig cfaecks to faimsdf or companies fae controlled fiom tfae NRCĈ  (tiie 
Conunittee's policy faas been tfaat dl cfaecks over $25,000 required a 
second dgnature). 

1̂  Tlie Conumttee is unplementmg procedures fin* periodic bank 
reconciliations.̂  New software is bdng instdled, and once instdled, tfae 

^ Comnuttee will incur tfae expense ofre-entering 2008 data and prior years 
m as needed. Ifae C!ommittee is also cfaanguig its data processuig vendor to 

one tfaat faas increased compliance and recondliation capability (tfae 
^ previous vendor was mmble to perfiirm a bank reconciliation, anid any 
^ bank reconciliation was peifimned in-faouse presumably by Ward̂ . 

^ 1̂  Tfae Comnuttee faas retdned botfa Hudeaby Davis Lisker and tfae 
O Compliance Consdting Company of Viigmia to prepare tfae Committee's 

disdosure reports. Kdtfa Davis now serves as tfae Committee's treasurer. 

^ Tlie Committee faas enfaanced its abeady tfaorougih internd sign-off 
procedures. In addition to obtaining dgn-off firom tfae relevant dividon 
dunctor and counsd, tfae executive duector and treasurer will botfa review 
eadi invoice prior to issmng paymem. 

^ Tfae Comnuttee will continue to review contributions fivoonqiliance witfa 
source and limitation restrictions, ensure tfaat tfae Comnuttee's treasurer 
exercise fais best efforts and tiie like.̂  Tfae review did not uncover any 
issues tfaat faave caused tfae Conunittee to duuige its procedures in sucfa 

The Committee will continue to ensure tfaat dl bank accounts are opened 
in tfae name oftfae Committee. Tfae review did not uncover any accounts 
opened in Waid's name or tfae like. 

^ However, the review did uncover evidence that Ward, after tiansfiBfring funds fironi the NRCC 
to affiliated joim fimdrdnng committees, dkl write unauthorized cheeks from those committees 
to himself 
^ Tfae Committee will now, as a niatler of pdi^, review bade statements for unauthorized 
trsnsactions and reoondle its acoountmg records each montfi. Shmhdy, bank reoords will be 
reooadled to disdosure reports prior to filuig. These reconciliatkms will be done by someone 
other than a chedc signer or an individud responsible fbr handluig tfae committee's accounting. 
' Tfae review has delenmned that the Cominittee apparent̂  did perkdic reconciliatkms on a 
mondii|y bads fbr yeers. In fhct, as oonuoller Weid did those reconciliations and presented tlie 
results to tfae Committee's treasurer. Once Ward became treasurer in 2003, it appears as that, 
unbeknownst to the Conunitteê  the bank reoondliations became more infrequent 
* Consistent whh the Commission's policy statement, tiiis review was not conducted by 
udividuals who have bankmg audiority. 



Fmdly, the Conumttee took voluntary steps unmedialdy upon learning of tfae 
issues and faas attempted to provide a comprehendve and detailed disclosure oftfae 
results of its mtemd review to tfae Commission in a timely manner. Likewise, tfae 
Committee wiU make relevant recoids and witnesses avdlable to the Commisdon, and 
made and wUl continue to make dl reasonable effints to secure tfae coqperation of 
relevant employees, volunteers, vendors, donors and otfaer staff without requiring 
oompulsQiy process. It faas attoiqited to provide tfae Conunisdon witii sufficient 
infoimation for it to evduate tfae measures taken to correct tiie situation and ensû  
tfae conduct does not recur. In tfae event tfae Commisdon faas additiond questions, tfae 

^ Comnuttee intends to cooperate witii sucfa inqufaies. 
lfl 

^ In condudon, tfae NRCC is providmg tfais update on tfae status of its own internd 
^ investigation. It is important to note tfaat tfais is preliminaiy, and that tfae investigation is 
^ ongoing and the information provided faeremnuiydiang^ and be supplennentê  
^ investigation is completed. We will endeavor to keep your Office infixmed on a regdar 
^ basis. 
O 
*̂  Please do not faedtate to contact us with any questions or concerns. 
•—H 

Respectfolly, 

,ii: 
Donald F. McGafan II 
Counsel, National Republican 
Congressional Committee 


